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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  is  the  report  on  the  audit  of  the  Galen  State 
Hospital  for  the  year  ended  June  30,  1979. 

The  audit  was  conducted  by  Hensleigh,  Ottolino  &  Salisbury, 
C.P.A.s,  under  a  contract  between  the  firm  and  our  office.   The 
comments  and  recommendations  contained  in  this  report  represent  the 
views  of  the  firm  and  not  necessarily  the  Legislative  Auditor. 

The  agency's  written  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 

Respectfully  submitted, 

Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 
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SUMMARY  OF  RECOMMENDATIONS 


As  a  separate  section  in  the  front  of  each  audit  report,  we  include  a 
listing  of  all  recoiranendations  together  with  a  notation  as  to  whether 
the  agency  concurs  or  does  not  concur  with  each  recommendation.   This 
listing  serves  as  a  means  of  summarizing  the  recommendations  contained 
in  the  report  and  the  audited  agency's  reply  thereto  and  also  as  a 
ready  reference  to  the  supporting  comments.   The  full  reply  of  the 
Department  of  Institutions  is  included  in  the  back  of  this  report. 
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Comply  with  the  deposit  requirements 
of  M.O.M.  2-1210.22. 


Agency  Reply:  Concur.  27 

File  checks  (for  patient  monies  checking  account) 
numerically  within  the  reconciled  bank  state- 
ment to  preserve  audit  trail.  4 

Agency  Reply:   Concur.  27 

File  patient  status  forms  in  patient  records  for  a 
period  of  two  years  to  provide  documentation 
in  all  cases  for  accommodation  (level  of 
care)  charges  to  patients.  5 

Agency  Reply:   Concur.  27 

Set  up  a  checklist  for  patient  discharges  whereby  the 
accounting  office  is  notified  of  discharges  so 
that  patient  accounts  can  be  closed.  6 

Agency  Reply:   Concur.  27 

Forward  deceased  patient  monies  to  the  county  admini- 
strator within  a  reasonable  time  after  date  of 
death.  6 

Agency  Reply:   Concur.  27 

Department  of  Administration  review  the  dollar 

limits  for  purchases  periodically  and  raise 
them  accordingly  considering  the  effect  of 
inflation.  6 

Agency  Reply:   Concur.  30 
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Take  a  formal  annual  physical  inventory  in  the 

warehouse  involving  non-warehouse  personnel 
in  the  process,  and  make  necessary  adjustments 
in  the  perpetual  inventory  records.   Inven- 
tory count  sheets  should  be  maintained  for 
an  audit  trail.  7 

Agency  Reply:   Concur.  28 

Prepare  a  list  after  taking  the  physical  inventory 
of  excess  and  obsolete  inventory  items  and 
take  appropriate  action  to  surplus  these  items 
as  soon  as  possible.  7 


Agency  Reply:   Concur. 


28 


Convert  perpetual  inventory  records  to  SIMS  if 

funding  for  this  purpose  can  be  obtained.  8 

Agency  Reply:  Concur.  28 

Leave  the  office  copy  of  SBAS  input  documents  with 

the  original  until  it  is  approved.  9 

Agency  Reply:  Concur.  28 

Attach  adequate  documentation  to  all  journal  entries 

to  prove  the  validity  of  the  entry.  9 

Agency  Reply:  Concur.  28 

Prepare  and  attach  a  worksheet  supporting  the  no- 
warrant  transfer  to  Warm  Springs.  9 

Agency  Reply:  Concur.  28 

Determine  the  overhead  costs  that  could  be  charged 
to  the  alcohol  fund  for  administrative  costs 
incurred  by  the  general  fund  on  behalf  of 
the  alcohol  program.  9 

Agency  Reply:  Concur.  28 

Locate  adequate  documentation  as  to  historical 

costs  and  estimates  to  support  the  valuation 
indicated  on  its  schedule  of  fixed  assets.        12 

Agency  Reply:  Concur.  29 
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Reflect  the  general  fixed  asset  account  on  SBAS  as 

soon  as  possible.  12 

Agency  Reply:  Concur.  29 

Department  of  Administration  furnish  adequate 

guidelines  as  to  what  procedures  and  docu- 
mentation the  agency  needs  to  sxibstantiate 
estimates  attributed  to  fixed  assets.   The 
procedures  should  be  sufficient  to  allow 
an  expression  of  opinion  on  the  general 
fixed  asset  account.  12 

Agency  Reply:  Concur.  30 

Update  the  list  of  persons  having  access  to  the  safe.   13 

Agency  Reply:  Concur.  29 

Change  the  combination  of  the  accounting  office  safe 

as  soon  as  possible,  13 

Agency  Reply:  Concur.  29 
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September  20,  1979 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature 

We  have  examined  the  financial  statements  of  the  various  funds  of 
Galen  State  Hospital  for  the  fiscal  year  ended  June  30,  1979  as 
listed  in  the  accompanying  table  of  contents.   Our  examination  was 
made  in  accordance  with  generally  accepted  auditing  standards  and 
included  such  tests  of  the  accounting  records  and  such  other  auditing 
procedures  as  we  considered  necessary  in  the  circumstances. 

Galen  State  Hospital  has  not  maintained  a  complete  record  of  its 
general  fixed  assets,  and  accordingly,  a  statement  of  general  fixed 
assets  required  by  generally  accepted  accounting  principles  applicable 
to  governmental  units,  is  not  included  in  the  accompanying  financial 
statements . 

In  our  opinion,  the  balance  sheets  and  the  statements  of  changes  in 
fund  balance  for  the  general  fund,  the  alcohol  earmarked  revenue 
f\ind,  the  federal  and  private  revenue  fund  and  the  agency  fund;  the 
statements  of  revenue  and  income — estimated  and  actual  for  the  general 
fund  and  the  federal  and  private  revenue  fund;  the  statements  of 
expenditures  compared  to  appropriations  for  the  general  fund,  the  alcohol 
earmarked  fund  and  the  federal  and  private  revenue  fund  present  fairly 
the  financial  position  of  Galen  State  Hospital  as  of  Jvine  30,  1979  and 
the  results  of  its  operations  and  changes  in  its  fund  balances  for  the 
year  then  ended  in  conformity  with  generally  accepted  accounting 
principles  applied  on  a  basis  consistent  with  that  of  the  preceding 
year. 

The  accompanying  schedules  of  expenditures  by  program,  reimbursement 

revenue,  changes  in  patient  trust  accounts  and  construction  costs 

are  not  necessary  for  a  fair  presentation  of  the  financial  statements. 
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but  are  presented  as  supplementary  information.   This  information  has 
been  subjected  to  the  tests  and  other  auditing  procedures  applied 
in  our  examination  of  the  financial  statements  and,  in  our  opinion, 
is  fairly  stated  in  all  material  respects  in  relation  to  the 
financial  statements  taken  as  a  whole. 


HENSLEIGH,  OTTOLINO  AND  SALISBURY 
Certified  Public  Accountants 
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COMMENTS 

INTRODUCTION 

The  primary  purpose  of  our  examination  of  the  financial  statements 
of  the  various  funds  of  Galen  State  Hospital  for  the  fiscal  year  ended 
June  30,  1979  was  to  enable  us  to  form  an  opinion  as  to  the  financial 
position  of  such  funds  for  the  year  then  ended,  and  to  test  for  compliance 
with  state  and  federal  laws  applicable  to  the  Hospital. 

As  part  of  our  examination,  we  reviewed  and  tested  the  Hospital's 
system  of  internal  accounting  control  to  the  extent  we  considered 
necessary  to  evaluate  the  system  as  required  by  generally  accepted 
auditing  standards.   Under  these  standards,  the  purpose  of  such 
evaluation  is  to  establish  a  basis  for  reliance  thereon  in  deteirmining 
the  nature,  timing  and  extent  of  other  auditing  procedures  that  are 
necessary  for  expressing  an  opinion  on  the  financial  statements. 

The  objective  of  internal  accounting  control  is  to  provide  reasonable, 
but  not  absolute,  assurance  as  to  the  safeguarding  of  assets  against 
loss  from  unauthorized  use  or  disposition  and  the  reliability  of 
financial  records  for  preparing  financial  statements  and  maintaining 
accountability  for  assets.   The  concept  of  reasonable  assurance 
recognizes  that  the  cost  of  a  system  of  internal  accounting 

control  should  not  exceed  the  benefits  derived,  and  also  recognizes  that  the 
evaluation  of  these  factors  necessarily  requires  the  use  of  estimates 
and  judgements  by  management. 

There  are  inherent  limitations  that  should  be  recognized  in  considering 
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(continued) 


INTRODUCTION  (continued) 

the  potential  effectiveness  of  any  system  of  internal  accounting  control. 

In  the  performance  of  most  control  procedures,  errors  can  result 

from  misunderstanding  of  instructions,  mistakes  of  judgement,  carelessness, 

or  other  personal  factors.   Control  procedures  whose  effectiveness 

depends  upon  segregation  of  duties  can  be  circumvented  by  collusion. 

Similarly,  control  procedures  can  be  circumvented  intentionally 

by  management  with  respect  either  to  the  execution  and  recording  of 

transactions  or  with  respect  to  the  estimates  and  judgements  required 

in  the  preparation  of  financial  statements.   Further,  projection  of  any 

evaluation  of  internal  accounting  control  to  future  periods  is 

subject  to  the  risk  that  the  procedure  may  become  inadequate  because 

of  changes  in  conditions  and  that  the  degree  of  compliance  with  the 

procedures  may  deteriorate. 

Our  study  and  evaluation  of  the  Hospital's  system  of  internal  accounting 
control  would  not  necessarily  disclose  all  weaknesses  in  the  system. 
However,  we  noted  certain  areas  where  financial  matters  should  be 
considered,  accounting  procedures  improved  and  internal  control 
strengthened.   The  following  summarizes  our  comments  and  recommendations. 
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COMMENTS 

CASH  RECEIPTS 

During  our  examination,  we  noted  that  deposits  of  state  treasury 
monies  are  not  being  made  in  accordance  with  the  Montana  Operations 
Manual  (M.O.M.)  2-1210.22,  which  states  in  part  "that  all  monies  shall 
be  deposited. . .  each  day  when  the  accxomulated  amount  of  coin  and 
currency  requiring  deposit  exceeds  $100  or  total  collections  exceed  $500. 
In  any  event,  all  monies  collected  shall  be  deposited  at  least  weekly." 
In  one  case,  the  receipts  deposited  had  been  collected  from  January 
17,  1979  to  March  14,  1979.   In  all,  only  nine  deposits  were  made  during 
fiscal  year  1979. 

RECOMMENDATION 

We  recommend  that  the  Hospital  comply  with  the  deposit 

requirements  of  M.O.M.  2-1210.22. 

CASH  DISBURSEMENTS 

Agency  Fund  (Patient  Accounts) 

Cancelled  checks  for  the  Patient  Accounts  checking  account  are 
currently  separated  from  the  bank  statements  and  filed  numerically. 
This  procedure  makes  it  virtually  impossible  to  restore  any  one  given 
bank  statement  and  thus  destroys  an  important  audit  trail.   Filing 
checks  numerically  by  bank  statement  will  not  necessarily  make  it  more 
difficult  to  locate  cancelled  checks  at  a  later  date. 
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(continued) 


RECOMMENDATION 

We  recommend  that  the  Hospital  file  checks  numerically  within 

the  reconciled  bank  statement  to  preserve  the  audit  trail. 

DOCUMENTATION  FOR  ABARS 

From  various  patient  records,  the  data  processing  operator  enters 
the  various  services,  medications,  and  accommodations  provided  patients 
into  the  Automated  Billings  and  Accounts  Receivable  System  (ABARS) . 
ABARS  is  then  used  by  the  Reimbursement  Bureau  of  the  Department  of 
Institutions  to  bill  and  collect  reimbursements  for  the  services,  medi- 
cations, and  accommodations  provided  at  the  Hospital.   All  documentation 
for  ABARS  is  maintained  at  the  Hospital.   During  our  examination,  we 
noted  that  patient  status  forms  are  discarded  when  a  patient  is  discharged 
from  the  Hospital.   This  form  is  documentation  as  to  the  level  of  care 
a  patient  receives  at  the  Hospital,  thus  it  is  the  supporting  evidence 
of  charges  for  accommodations.   In  many  cases,  there  is  alternative 
documentation  for  the  level  of  care  provided  (doctor's  orders  and 
minutes  of  medical  determination  meetings) ;  but  when  a  patient  changes 
level  of  care  and  remains  on  Crockett  III,  it  is  possible  that  no 
formal  documentation  of  the  change  would  exist  after  the  patient  status 
forms  are  discarded. 

RECOMMENDATION 

We  recommend  that  the  Hospital  file  the  patient  status 
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COMMENTS 
(continued) 

REC0^4MENDATI0N  (continued) 

forms  in  the  patient  records  for  a  period  of  two  years 
to  provide  documentation  in  all  cases  for  accommodation 
(level  of  care)   charges  to  patients. 

PATIENT  MONIES 

During  our  review,  we  noted  that  37  discharged  patients  did  not 
have  their  patient  account  balances  closed.   As  a  result,  the  hospital 
still  maintains  an  agency  fund  of  $2,016  for  these  patients.   The  problem 
arises  because  patients  are  often  discharged  without  the  accounting 
office  knowing  of  the  discharge. 

Also,  we  noted  that  the  Hospital  was  still  retaining  deceased  patient 
monies  of  $2,547.   We  were  informed  that  there  has  been  a  conflict 
between  the  Department  of  Institutions  and  the  Department  of  Social 
and  Rehabilitation  Services  as  to  the  disposal  of  deceased  patient 
monies.   However,  on  December  16,  1977,  the  Department  of  Institutions' 
staff  attorney  advised  the  Hospital  that  such  monies  should  be  forwarded 
to  the  county  administrator.   The  last  time  monies  were  forwarded  to  the 
county  administrator  was  January  24,  1978.   Monies  should  be  forwarded 
to  the  county  administrator  within  a  reasonable  time  after  death,  because 
under  the  federal  estate  tax  laws,  most  estates  are  closed  in  nine  months 
after  the  date  of  death. 
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COMMENTS 
(continued) 

RECOMMENDATION 

We  recommend  that  the  Hospital: 

1)  Set  up  a  checklist  for  patient  discharges  whereby 

the  accounting  office  is  notified  of  discharges  so  that 
patient  accounts  can  be  closed. 

2)  Forward  deceased  patient  monies  to  the  county  administrator 
within  a  reasonable  time  after  date  of  death. 

PURCHASING 

Currently,  state  agencies,  according  to  the  Purchasing  Division 
requisition  time  schedule,  must  order  items  costing  in  excess  of  $150 
through  the  Purchasing  Division  of  the  Department  of  Administration. 
Furthermore,  state  agencies  must  obtain  three  quotes  to  determine  a 
low  bid  on  items  costing  from  $50  to  $150. 

Although  we  recognize  the  need  to  maximize  the  use  of  state  monies , 
we  also  recognize  that  inflation  over  the  past  years  has  made  this  policy 
a  burden  on  both  the  Hospital  euid  the  purchasing  department. 

RECOMMENDAT ION 

We  recommend  that  the  Department  of  Administration  review  the 
dollar  limits  for  purchases  periodically  and  raise  them 
accordingly,  considering  the  effect  of  inflation. 
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COMMENTS 
(continued) 

INVENTORIES 

The  Hospital  maintains  perpetual  inventory  records  but  did  not 
take  a  formal  annual  physical  inventory  at  June  30,  1979  to  verify  and 
adjust  the  perpetual  inventory  records. 

As  part  of  the  annual  physical  inventory  procedures,  a  list  of  excess 
and  obsolete  inventory  items  should  be  prepared  and  appropriate  action 
should  be  taken  to  surplus  these  items  as  soon  as  possible. 

Lastly,  the  Department  of  Institutions  has  a  computerized  inventory 
system  (SIMS)  that  maintains  the  perpetual  inventory  records.   This 
system  has  intrinsic  value  in  that  it  maintains  dollar  value  control  of 
the  inventory  and  eliminates  time-consuming  manual  posting.   The 
Hospital  is  currently  reviewing  the  possibility  of  converting  to  this 
system. 

RECOMMENDATION 

We  recommend  that  the  Hospital: 

1)  Take  a  formal  annual  physical  inventory  in  the  warehouse 
involving  non-warehouse  personnel  in  the  process,  and  make 
necessary  adjustments  in  the  perpetual  inventory  records. 
Inventory  count  sheets  should  be  maintained  for  an  audit 
trail. 

2)  Prepare  a  list  after  taking  the  physical  inventory  of 
excess  and  obsolete  inventory  items  and  take  appropriate 
action  to  surplus  these  items  as  soon  as  possible. 
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C0^4MENTS 
(continued) 

RECOMMENDATION  (continued) 

3)   Convert  perpetual  inventory  records  to  SIMS  if  funding 
for  this  purpose  can  be  obtained. 

CASH  DISBURSEMENT  AND  EXPENDITURES 


During  our  review  of  disbursements  and  expenditures  for  the  year, 
it  was  noticed  that  many  journal  entries  did  not  contain  adequate 
documentation  to  substantiate  the  entry. 

Most  Agency  copies  of  the  documents  used  as  input  into  SBAS  did 
not  have  the  approved  signature  on  them.   This  is  due  to  the  fact  that 
the  office  copy  is  removed  by  office  personnel  from  the  original  set 
of  documents  before  the  documents  are  signed. 

No-warrant  treinsfers  are  used  to  bill  Warm  Springs  for  medical 
costs  incurred  at  Galen.   The  individual  patient  records  from  the  ABARS 
print-out  are  photocopied  and  attached  to  the  no-warrant  transfer. 
However,  to  prove  that  all  charges  have  been  accurately  billed  it  was 
necessary  to  prepare  a  worksheet  to  verify  the  charges  as  no  worksheet 
was  included  with  the  document. 

A  journal  entry  was  prepared  at  year-end  to  allocate  costs  from 
the  general  fund  to  the  alcohol  f\and  in  an  amount  almost  equal  to  the 
remaining  appropriation.   No  documentation  accompanied  the  entry  but 
the  purpose  was  to  expend  as  much  of  the  alcohol  appropriation  as 
possible.   The  entry  was  based  upon  the  assumption  that  the  alcohol 
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COMMENTS 
(continued) 

fund  owed  the  general  fund  for  overhead  costs  incurred  in  administering 
the  alcohol  fund.   The  amount  to  the  alcohol  fund  was  approximately 
$25,800. 

RECOMMENDATION 

We  recommend  that  the  Hospital: 

1)  Leave  the  office  copy  of  SBAS  input  documents  with  the 
original  until  it  is  approved. 

2)  Attach  adequate  documentation  to  all  journal  entries 
to  prove  the  validity  of  the  entry. 

3)  Prepare  and  attach  a  worksheet  supporting  the  no-warrant 
transfer  to  Warm  Springs. 

4)  Determine  the  overhead  costs  that  could  be  charged  to  the 
alcohol  fund  for  administrative  costs  incurred  by  the 
general  fund  on  behalf  of  the  alcohol  program. 

FIXED  ASSETS 

The  Hospital  has  done  a  very  good  job  in  attempting  to  account  for 
fixed  assets  in  that  it  does  have  a  schedule  of  fixed  assets  and  most 
items  have  been  tagged  and  referenced  to  fixed  asset  control  cards. 
The  Hospital's  schedule  of  fixed  assets  follows  this  page. 
The  schedule  does  not  include  newer  furnishings  and  equipment.   The 
source  of  funds  also  is  not  available  at  this  time.   In  addition, 
the  assets  have  not  been  recorded  to  SBAS  as  a  general  fixed  asset 
account. 


EANER  P.  HIGGINS.  M.D. 
Sl'ITRINI  KNDENT 


DATE 
CONSTRUCTED 


1954 
1954 
1931 
1920 
1912 
1912 
1934 
1939 
1954 
1912 
1941 
1923 
1914 
1920 
1935 
1917 
1954 
1953 
1954 
1953 
1953 
1953 
1918 


R.F  D.  NO.  I  —  (i.M.EN 

DEER  LODGE.  MONTANA  59722 


TEL.  (406)693  2281 


SCHEDULE  OF  FIXED  ASSETS 
AS  OF  JUNE  30,  1979 


Land 

Buildings  &  Improvements 

Cottage  No.  1 

Cottage  No.  2 

Cottage  No.  3 

Cottage  No.  4 

Cottage  No.  5 

Employee  Apartments 

Receiving  Hospital 

Annex  Hospital 

Crockett  &  Terrill  Wings 

Carpenter  &  Paint  Shop 

Curtis  Hall 

CB  Hospital 

Superintendent's  House 

Byram 

Triplex  Apartments 

Power  House 

Apartments  (24  unit) 

Dormitory  AT  &  R 

Kitchen 

Green  House 

Garage  (5  stall) 

Garage  (10  stall) 

Well  St  Pump 


LAND 


324,502 


JOSEPH  M.  BALKOVATZ 
ADMlNISTR.\TOH 


BUILDINGS  AND 
IMPROVEMENTS 


33,290 

33,290 

4,000 

8,500 

5,000 

11,000 

430,681 

220,760 

1,800,956 

1,300 

38,416 

38,846 

8,000 

35,360 

19,247 

37,737 

338,598 

607,825 

92,406 

15,000 

8,500 

20,000 

400 


(continued) 
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n.F.l).  NO.  I  —  GAI.EN 

DEER  LODGE.  MON  TANA  59722 


TEL.  (406)  «).1  228 1 


EANER  P.  HIGGINS.  M.D. 
SLPEHINTENDE.NT 


SCHEDULE  OF  FIXED  ASSETS 
AS  OF  JUNE  30,  1979 


DATE  CONSTRUCTED 

1958 

1959 

1951 

1952 


1971 


LAND 


Well  &  Pump 

Chapel 

Garage  (Main) 

Sewage  Disposal  Plant 

Misc.  Farm  &  Service  Facilities 

Water  Tower 

Service  Building 


TOTAL 


324,502 


JOSEPH  M.  BAI.KOVATZ 
ADMIMSIHATOH 


BUILDINGS  AND 
IMPROVEMENTS 

8,330 

42,000 

82,440 
146,296 
101,083 

59,774 

88,265 

4,337,300 
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COMMENTS 
(continued) 

RECOMMENDATION 

We  recommend  that  the  Hospital : 

1)  Locate  adequate  documentation  as  to  historical  costs 
and  estimates  to  support  the  valuation  indicated  on  its 
schedule  of  fixed  assets.   This  is  very  important 

to  allow  for  the  expression  of  an  audit  opinion  on 
future  financial  compliance  audits  of  the  Hospital. 

2)  Reflect  the  general  fixed  asset  account  on  SBAS  as  soon 
as  possible. 

We  recommend  that  the  Department  of  Administration  furnish 
the  Hospital  with  adequate  guidelines  as  to  what  procedures  and 
documentation  the  Hospital  needs  to  substantiate  estimates 
attributed  to  fixed  assets  when  historical  costs  are  not 
available.   The  procedures  should  be  sufficient  to  allow  an 
expression  of  opinion  on  the  general  fixed  assets  account  in 
future  audits  of  the  Hospital.   The  Office  of  the  Legislative 
Auditor  may  need  to  be  consulted  by  the  Department  of  Admini- 
stration in  establishing  these  procedures. 

GENERAL 

The  Hospital  does  maintain  a  listing  of  persons  who  have  access 
to  the  safe  in  the  accounting  department.   A  review  of  the  list  indicated 
that  five  of  the  ten  persons  listed  no  longer  worked  at  the  Hospital. 
In  addition,  the  combination  of  the  safe  has  not  been  changed  since  1969. 
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COMMENTS 
(continued) 

RECOMMENDATION 

We  recommend  that  the  Hospital : 

1)  Update  the  list  of  persons  having  access  to  the  safe. 

2)  Change  the  combination  of  the  accounting  office  safe 
as  soon  as  possible. 
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COMMENTS 
(continued) 

PRIOR  YEAR  RECOMMENDATIONS 

We  have  reviewed  the  recommendations  made  in  the  prior  audit 
report  for  the  fiscal  year  ended  June  30,  1975.    Except  as  indicated 
in  the  preceding  section  of  this  report,  the  Hospital  has  taken  action 
to  implement  the  recommendations  in  accordance  with  its  responses 
included  in  those  reports. 
FINAL  COMMENTS 

The  above  comments  on  the  Hospital  are  of  a  critical  nature.   It 
should  be  pointed  out  that  the  Hospital ' s  system  of  internal  control 
accounting  contains  numerous  strengths  that  have  not  been  enumerated 
in  this  report. 

We  have  reviewed  this  report  with  the  Superintendent  of  Galen  State 
Hospital,  his  staff,  a  representative  of  the  Department  of  Institutions 
and,  where  applicable,  the  Department  of  Administration's  staff. 

We  wish  to  express  our  appreciation  to  those  officials  and 
their  staff  for  their  cooperation  and  assistance  during  our  engagement. 
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FINANCIAL  STATEMENTS 


GALEN  STATE  HOSPITAL 

(An  Institution  of  the  State  of  Montana) 

Combined  Balance  Sheet 

All  Funds 

June  30,  1979 


Assets 


Alcohol   Federal  and 
Earmarked    Private 
General     Revenue     Revenue   Agency 
Fund        Ftind       Fund      Fund 

(Note  3b) 


Cash  on  hand 
Revolving  fund  cash 
Cash  in  bank 
Cash  in  State  Treasury 
Accounts  receivable 


3,000 


1,234 


1,505 
23,293 


Dishonored  checks 
Prepayments 
Encumbered  appropriation 

36 

4 
169,280 

172,320 

Total  assets 

0 

1,234 

24, 

,798 

Liabilities  eind  Fund  Balance 

Accoionts  payable 
Accrued  support  expenditures 
Active  cancelled  warrant  clearing 
Due  to  patients 

136,948 

32,213 

119 

37,935 
3,321 

435 

24, 
24, 

,798 

Total  liabilities 

Reserve  for  prepayments 
Reserve  for  accounts  receivable 

dishonored  checks 
Reserve  for  contingent  revolving 

fund  advances 

Fxind  Balance 

169,280 

4 

36 

3,000 
0 

41,256 

(41,256) 
0 

435 

799 
1,234 

,798 
0 

Total  liabilities  and  fund 
balance 

172,320 

24 

,798 

See  accompanying  notes  to  financial  statements. 
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GALEN  STATE  HOSPITAL 

(An  Institution  of  the  State  of  Montana) 

Combined  Statement  of  Revenue  and  Income  -  Estimated  and  Actual 

All  Funds 
For  the  Fiscal  Year  Ended  June  30,  1979 


Accounted  For  By  General  Fund 

Galen  State  Hospital   Estimated    Actual 


CETA-PSE  fxinds 
Housing  rentals 
Interest  income 
Land  leases 
Total 


32,780 


290 


33,070 


35,931 


623 


36,554 


Federal  and  Private 

Revenue  Fund 
Estimated    Actual 


57,122 


57,122 


32,333 


1,064 


33,397 


Accounted  For  By 
Department  of 
Institutions 

Reimbursements 
collected  by 
Department  of 
Institutions 
Re  imbursement 
Bureau   (Note  3a) 


762,989 


See  accompanying  notes  to  financial  statements. 
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GALEN  STATE  HOSPITAL 

(An  Institution  of  the  State  of  Montana) 

Combined  Statement  of  Changes  in  Fund  Balance 

All  Funds 

For  the  Fiscal  Year  Ended  June  30,  1979 


Alcohol 

Federal  and 

Earmarked 

Private 

General 

Revenue 

Revenue   Agency 

Fund 

Fund 

Fund      Fund 

Balance,  July  1,  1978 

Additions : 
Appropriations 
Earmarked  revenue  from 

Department  of  Institutions 
Revenue  and  income 
Reimbursement  Revenues  collected 

by  Department  of  Institutions 

(Note  3a) 
Prior  year  revenue  adjustment 
Prior  year  expenditure/withdrawal 

adjustments 

Total  beginning  balance  and 

additions 

Deductions: 

Expenditures 

Revenue  and  income  deposited 

in  State  general  fund 
Reversions 
Expenditures  charged  to  prior 

year  appropriations 
Prior  year  revenue  adjustments 

Total  deductions 

Baleuice  June   30,    1979 


3,045,078 
36,554 


762,989 
6,117 


(1,709) 


(4,511) 


714 


1,019,803 


33,397 


3,849,029 

1,015,292 

34,111 

0 

2,954,094 

1,056,829 

33,312 

799,543 

90,984 

(1,709) 

(281) 

6,117 

3,849,029 

1,056,548 

33,312 

0 

0 

(41,256) 

799 

0 

See   accompanying  notes   to   financial   statements. 


-18- 


GALEN  STATE  HOSPITAL 
(An  Institution  of  the  State  of  Montana) 
Notes  to  Financial  Statements 
June  30,  1979 


SiMimary  of  Significant  Accounting  Policies 

The  accounting  policies  of  Galen  State  Hospital  conform  to 
generally  accepted  accounting  principles  as  applicable  to 
governmental  units,  except  where  specifically  explained  in  these 
notes.   The  following  is  a  summary  of  the  more  significant 
policies. 

Fund  Accounting 

The  accounts  are  organized  on  the  basis  of  funds,  each  of 
which  is  considered  to  be  a  separate  accounting  entity.   The 
operations  of  each  fund  are  accounted  for  by  providing  a 
separate  set  of  self-balcuicing  accounts  which  comprise  its 
assets,  liabilities,  reserves,  fund  balance,  revenues  and 
expenditures.   The  different  funds  included  in  the  financial 
statements  and  their  purposes  are: 

General  Fund  -  To  account  for  all  Galen  State  Hospital 
revenues  amd  expenditures  not  included  in  any  other 
funds.   Reimbursement  revenues  for  hospital  care  provided 
at  Galen  State  Hospital  are  collected  by  the  Department 
of  Institutions  Reimbursement  Bureau. 

Earmarked  Revenue  Fund  -  To  account  for  expenditures 
specifically  designated  by  law  for  the  treatment,  rehabili- 
tation euid  prevention  of  alcoholism.   Revenue  is  accoianted 
for  at  the  Department  of  Institutions. 

Federal  and  Private  Revenue  Funds  -  To  account  for 
governmental  and  private  program  receipts  and  expenditures. 

Agency  Fxind  -  To  reflect  cash  held  for  patients  of  Galen 
State  Hospital  eind  to  reflect  the  corresponding  liability. 

Basis  of  Accounting 

The  modified  accrual  basis  of  accounting,  under  which  expenditures 

are  recorded  when  the  liability  is  incurred  and  revenues  are  recorded 

when  received  in  cash,  unless  susceptible  to  accrual  (i.e.  measurable 

and  available  to  finance  the  agency's  operations)  or  of  a  material 

amount  and  not  reflected  at  the  normal  time  of  receipt,  is 

followed  for  all  funds. 
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GALEN  STATE  HOSPITAL 

(An  Institution  of  the  State  of  Montana) 

Notes  to  Financial  Statements 

(continued) 


Appropriations 

Appropriations  in  the  general  fiind  are  made  by  the  legislature 
for  operating  purposes  of  Galen  State  Hospital.   Expenditures 
against  these  appropriations  are  funded  by  corresponding  funds 
at  the  state  level.   Unexpended  or  unencumbered  balances  in  these 
appropriations  revert  to  the  respective  state  funds  at  year  end. 

Inventories 

Inventories  are  expensed  at  the  time  of  purchase. 

General  Fixed  Assets 

Galen  State  Hospital  maintains  a  partial  record  of  its  general  fixed 

assets.   Carrying  value  of  fixed  assets  is  determined  at  historical 

cost  except  where  adequate  records  do  not  exist,  in  which  case 

the  asset  is  assigned  an  estimated  cost.   Adequate  documentation 

for  estimated  costs  and  source  of  funding  was  not  available  at  June 

30,  1979  to  determine  if  the  estimates  represent  fair  market  value 

of  the  asset  at  the  time  it  was  acquired.   Assets  purchased  are 

recorded  as  expenditures  in  the  various  funds  in  the  year  of  purchase  or 

encxambrance.   Depreciation  on  general  fixed  assets  is  not  provided. 

Vacation  Pay  and  Sick  Pay 

The  value  of  unused  vacation  and  unused  sick  leave  accumulated 

by  employees  is  not  recorded  as  a  liability.   Each  permanent 

employee  can  accumulate  and  carryover  a  maximxim  of  two  years 

vacation  into  a  new  calendar  year.   Upon  teinmination ,  qualifying 

permanent  employees  having  unused  accumulated  vacation  and 

sick  leave  receive  payment  for  vacation  leave  on  a  100%  basis  and 

sick  leave  on  a  25%  basis.   The  amount  of  the  liability  associated 

with  unused  accumulated  vacation  and  sick  leave  at  June  30,  1979 

was  not  readily  available  from  the  Hospital. 

Retirement  Plan 

Employees  at  the  Hospital  are  covered  by  the  Public  Employees ' 

Retirement  System,  a  contributory  retirement  plan.   Employer 

contributions  for  the  year  ended  June  30,  1979  for  all  funds 

were  $175,380.   The  State's  policy  is  to  fund  accrued  pension  costs. 

The  unfunded  past  service  costs  and  the  actuarially  computed 

value  of  vested  benefits  is  not  readily  available  for  members 

of  the  plan. 
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GALEN  STATE  HOSPITAL 

(An  Institution  of  the  State  of  Montana) 

Notes  to  Financial  Statements 

(continued) 


3.  Accounts  not  on  Statewide  Budgetary  and  Accounting  System 

a.  Reimbursement  revenues  are  collected  by  the  Department  of 
Institutions  and  are  therefore  accounted  for  by  the  Department 
and  not  the  Hospital,  but  have  been  reflected  in  the 
financial  statements  for  reporting  purposes.   The  Department 
determines  the  budget  for  the  reimbursement  revenue  for  all 

of  its  institutions  taken  as  a  whole,  and  therefore  the  amount 
budgeted  for  Galen  State  Hospital  as  a  separate  institution 
is  not  available. 

Accounts  receivable  for  reimbursements  of  approximately 
$657,887  is  accounted  for  at  the  Department  and  not  the 
Hospital,  but  has  not  been  reflected  on  the  Hospital's  financial 
statements.   This  is  in  accordance  with  generally  accepted 
accounting  principles  since  the  revenues  are  not  available 
to  finance  the  agency's  operations  during  the  year. 

b.  The  asset  in  the  agency  fund  represents  cash  held  in  trust  for 
the  patients  of  Galen  State  Hospital.   This  asset  and  the 
corresponding  liability  are  not  recorded  in  the  Statewide 
Budgeting  and  Accounting  System,  but  have  been  reflected  in 
the  financial  statements  for  reporting  purposes . 

4.  Contingencies 

The  Hospital  is  a  defendent  in  a  lawsuit  filed  in  Cascade  County 
by  the  family  of  a  former  patient.   The  insurance  carrier  for  the 
Hospital  has  accepted  the  defense  in  this  matter;  legal  counsel  for 
the  Hospital  believes  that  the  amount  of  loss,  if  any,  will  be 
covered  by  the  insurance  company. 


-21- 


b 


+J 
O 
H 


U 

cn 
o 


a\ 

O 

cn 

>* 

^ 

CO 

(Ti 

n 

CN 

^ 

^ 

O 

o 

rH 

iH 

ro 

■<* 

cn 

in 

"* 

^ 

*k 

CN 

ro 

kOMr-cnrHc»iHtn 
cnokOo^LDcnixi 
ror-CNiHOvDCNi^ 


00    CN 

"*    i-(    (Tl    CN    00 

ro   00 

CM    rH            t^    in 

CN 

.H 

in 
ro 

CN 

o 


>i    M 


+J 

(U 

P 

iH 

<n 

o 

•rH 

u 

Cu 

CN 

in 

00 

C 

-H 

^ 

r^ 

r^ 

"* 

2 

> 

on 

g 

^ 

O 

^ 

<^ 

■H 

g 

Q) 

U 

T 

in 

0 

W 

(^ 

u 

oo 

CM 


vD 


ID 


+J 

a  e 

6  a. 

cm  01 
o  o 

0)    Oi 
> 

Q 


r^ 

o 

r~- 

ro 

VD 

cn 

CN 

o 

CN 

^ 

^ 

•. 

H 

n 

^ 

in 

CN 

•^ 

CN 

CN 

CN 

in 

cn 

CN 

r^ 

ro 

in 

CN 

o 

ro 

VD 

o 

00 

r^ 

in 

ro 

^ 

ro 

CM 

in 
in 

ro 


-H     O 


fi    >i  6 

O  )^ 

<U  +J  01 

>4     CO  O 

10    3  V4 

u  u  a. 


VD 

r- 

ro 

ro 

ro 

r~ 

cn 

r~- 

vo 

^ 

«h 

in 

t 

o 

o 

in 

VD 

<n 

ro 

CN 

^ 

■b 

t-t 

CN 

CD 

in 

VO 

•* 

CN 

in 

ro 

ro 

<n 

in 

cn 

■"f 

CO 

^ 

^ 

^ 

00 

ro 

CN 

00 

o 

00 

ro 

•-i 

in 

^ 

-a- 

00 

rH 

^ 

^ 

r-l 

ro 
vD 
CN 

<n 

CN 

in 


a 
o 

■H 
•P 

(d  S 
u  3 
■p  u 
m  tr 
o 
u 

04 


•H 

a 

•H 
I 


in 

^ 

<n 

in 

CO 

ro 

o 

r~ 

CO 

^ 

^ 

<n 

in 

■* 

o 

CM 

ro 

r~ 

rH 

00 

vOOOvOrocnoOrHl-^ 
rHvDCncNOOinCOro 

cNrHooocnvDoor- 
cn  00  ro  rH  oo  CN  ix) 

CN   rH   CN  r-  in 


to 

(0 

(U 

0) 

« 

m 

O 

to 

o 

rH 

Id 

§ 

c 
<u 

> 

10 

•H 

fi 

Ot 

u 

0) 

^ 

CU 

>? 

to 

<u 

o 

CU 

4J 

(U 

4J 

to 

•H 

-p 

fi 

•r( 

> 

-H 

D' 

IW 

rH 

M 

g 

to 

Id 

to 

fi 

(U 

(d 

10 

(1) 

fi 

g 

(U 

•rl 

(0 

c 

a 

(U 

m 

T3 

0 

to 

4J 

(U 

<u 

0 

U) 

C 

-H 

"d 

fi 

Id 

u 

n 

CO 

C 

T) 

Id 

•P 

c 

0) 

u 

•H 

M 

CU 

(U 

Id 

to 

Id 

0< 

(U 

^ 

t, 

CO 

0) 

<U 

Q,  +J 

to 

u 

0) 

>? 

a 

C 

ID 

(U 

04 

X 

o 

0) 

•rl 

■H 

to 

(U 

0 

<a 

•H 

>1 

0) 

Id 

-H 

§ 

r-i 

+J 

M 

g 

CO 

U 

o 

r-t 

u 

rH 

Q) 

■H 

•H 

M 

rH 

O4 

ta 

•-i 

Id 

D» 

JJ 

Q< 

g 

> 

P 

rH 

Id 

CU 

Id 

4J 

■H 

H 

r-i 

Q<  +J 

a 

c 

a 

g 

Id 

C 

•H 

ax: 

4J 

c 

3 

Id 

(0 

s 

o 

■H 

0 

3 

o 

u 

1) 

■P 

(U 

p 

0 

D* 

c 

en 

M 

Eh 

•P 

u 

en 

u 

Eh 

« 

D 

« 

o 

B^ 

g 

W 

o 

Id 

p) 

rH 

to 

M 

■H 

Id 

u 

0) 

3 

4J 

(0 

fi< 

D' 

0 

p* 

o 

H 

^ 

-22- 


GALEN  STATE  HOSPITAL 
(An  Institution  of  the  State  of  Montana) 

Schedule  of  Reimbursement  Revenue 
For  the  Fiscal  Year  Ended  June  30,  1979 


Reimbursement  Source 

Hospital 

Private  109,135 

Insurance  7,339 

Medicaid  401,972 

Medicare  154,123 

Aged  and  Retarded  5,705 

Total  Hospital  678,274 


Alcoholic  Treatment  Center 

Private  30,269 

Insurance  54,357 

Total  Alcoholic  Treatment  Center  84,626 


Employee  Services  89 

Total  Reimbursement  Revenue  762,989 
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GALEN  STATE  HOSPITAL 

(An  Institution  of  the  State  of  Montana) 

Schedule  of  Changes  in  Patient  Trust  Accounts 

For  the  Fiscal  Year  Ended  June  30,  1979 


Account  Balances 

Patient  Accounts 

Discharged  Patient  Accounts 

Deceased  Patient  Accounts 

Alcohol  Treatment  and  Rehabilitation: 

Service  Fund 

Book  Fund 
Activity  Department  Supply  Account 
Byram  Girls  Fund 
Care  and  Maintenance  Fund 
General  Hospital  Fund 
Lighthouse : 

Recreation  Fund 

Woodshop  Fund 
Nursing  In-Service  Training  Fund 
Patient  Recreation  Fund 
Veterans  Fund 

Total 


Jiine   30,    1978 


June   30,    1979 


19,857 

16 

,074 

0 

2 

,089 

0 

3 

,174 

757 

55 

67 

144 

619 

368 

530 

128 

0 

796 

35 

0 

41 

33 

146 

35 

96 

99 

1,526 

1 

,603 

205 

200 

23,879 

24, 

,798 

Sxanmary  of  Activity   for 

Fiscal  Year  Ended  J\ine   30,    1979 

Balance,    July   1,    1978 

Additions 

Reductions 

Balance,  June  30,  1979 


23,879 

94,732 

(93,813) 

24,798 


Note:   Because  of  numerous  transfers  between  accounts,  individual 
account  activity  summaries  are  not  presented. 
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AGENCY  REPLIES 


^inte  of  ^Montana 
^epnrimtni  of  (Snstttuttons 


30VERN0R 

Thomas  l  judge 

3IRECTOR 

Lawrence  m.  zanto 


BOARD  MEMBERS 
ZELLA  A    JACOBSON.  GREAT  FALLS 
ELDON  E    KUHNS,  BILLINGS 
WILLIS  M    McKEON.  MALTA 
DENNIS  F    DOLAN.  BUTTE 
JOHN  W.  STRIZICH.  M.D..  HELENA 


Helena,  59601 
October  9,  1979 


Legislative  Audit  Connnittee 

of  the  Montana  State  Legislature 
Office  of  the  Legislative  Auditor 
State  Capitol 
Helena,  Montana    59601 

Gentlemen: 

We  have  reviewed  the  audit  report  prepared  by  Hensleigh,  Ottolino  &  Salisbury, 
Certified  Public  Accountants  of  the  Galen  State  Hospital. 

The  report  provides  a  very  welcome  service  and  is  sincerely  appreciated. 

Our  response  to  recommendations  is  attached. 


^rence  M.  Za; 
Director 


LMZrjb 
Enclosure 


RESPONSE  TO  AUDIT  RECOMMENDATIONS  FOR  GALEN  STATE  HOSPITAL 


RECOMMENDATION 

We  recommend  that  the  Hospital  comply  with  the  deposit  requirements 
of  M.O.M.  2-1210.22. 

The  Hospital  is  in  compliance  with  the  deposit  requirements  of  M.O.M. 
2-1210.22. 


RECOMMENDATION 

We  recommend  that  the  Hospital  file  checks  numerically  within  the  recon- 
ciled bank  statement  to  preserve  the  audit  trail. 

The  Hospital  will  comply. 


RECOMMENDATION 

We  recommend  that  the  Hospital  file  the  patient  status  forms  in  the 
patient  records  for  a  period  of  two  years  to  provide  documentation  in 
all  cases  for  accommodation  (level  of  care)  charges  to  patients. 

The  Hospital  will  comply. 


RECOMMENDATION 

We  recommend  that  the  Hospital: 

1)  Set  up  a  checklist  for  patient  discharges  whereby  the 
accounting  office  is  notified  of  discharges  so  that 
patient  accounts  can  be  closed. 

2)  Forward  deceased  patient  monies  to  the  county  administra- 
tor within  a  reasonable  time  after  date  of  death. 

1)  An  adequate  patient  check  out  procedure  will  be  established  with  the 
nursing  office  and  Alcohol  Service  Center. 

2)  The  Hospital  will  comply. 


RECOMMENDATION 

We  recommend  that  the  Department  of  Administration  review  the  dollar 
limits  for  purchases  periodically  and  raise  them  accordingly,  consider- 
ing the  effect  of  inflation. 

The  Department  of  Administration  will  respond  to  this   racommendation. 


RECOMMENDATION 

We  recommend  that  the  Hospital: 

1)  Take  a  formal  annual  physical  inventory  in  the  warehouse 
involving  non-warehouse  personnel  in  the  process,  and  make 
necessary  adjustments  in  the  perpetual  inventory  records. 
Inventory  count  sheets  should  be  maintained  for  an  audit 
trail. 

2)  Prepare  a  list  after  taking  the  physical  inventory  of  ex- 
cess and  obsolete  inventory  items  and  take  appropriate 
action  to  surplus  these  items  as  soon  as  possible. 

3)  Convert  perpetual  inventory  records  to  SIMS  if  funding 
for  this  purpose  can  be  obtained. 

1)  The  Hospital  will  comply  depending  upon  the  availability  of  non- 
warehouse  personnel. 

2)  The  Hospital  will  comply. 

3)  The  Hospital  will  comply  if  funding  can  be  obtained. 


RECOMMENDATION 

We  recommend  that  the  Hospital: 

1)  Leave  the  office  copy  of  SBAS  input  documents  with  the 
original  until  it  is  approved. 

2)  Attach  adequate  documentation  to  all  journal  entries  to 
prove  the  validity  of  the  entry. 

3)  Prepare  and  attach  a  worksheet  supporting  the  no-warrant 
transfer  to  Warm  Springs. 

4)  Determine  the  overhead  costs  that  could  be  charged  to  the 
alcohol  fund  for  administrative  costs  incurred  by  the 
general  fund  on  behalf  of  the  alcohol  program, 

1)  The  Hospital  will  comply. 

2)  The  Hospital  will  comply. 

3)  The  Hospital  will  comply. 

4)  The  Hospital  will  comply. 

RECOMMENDATION 

We  recommend  that  the  Hospital: 

1)   Locate  adequate  documentation  as  to  historical  costs 

and  estimates  to  support  the  valuation  indicated  on  its 
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schedule  of  fixed  assets.   This  is  very  important  to 
allow  for  the  expression  of  an  audit  opinion  on  future 
financial  compliance  audits  of  the  Hospital. 

2)   Reflect  the  general  fixed  asset  account  on  SBAS  as  soon 
as  possible. 

We  recommend  that  the  Department  of  Administration  furnish  the  Hospital 
with  adequate  guidelines  as  to  what  procedures  and  documentation  the 
Hospital  needs  to  substantiate  estimates  attributed  to  fixed  assets  when 
historical  costs  are  not  available.   The  procedures  should  be  sufficient 
to  allow  an  expression  of  opinion  on  the  general  fixed  assets  account 
in  future  audits  of  the  Hospital.   The  Office  of  the  Legislative  Auditor 
may  need  to  be  consulted  by  the  Department  of  Administration  in  establish- 
ing these  procedures. 

1)  The  Hospital  will  attempt  to  locate  historical  cost  documentation 
on  fixed  assets. 

2)  The  Hospital  will  comply. 

The  Department  of  Administration  will  respond  to  this  recommendation. 


RECOMMENDATION 

We  recommend  that  the  Hospital: 

1)  Update  the  list  of  persons  having  access  to  the  safe. 

2)  Change  the  combination  of  the  accounting  office  safe  as 
soon  as  possible. 

1)  The  Hospital  will  comply. 

2)  The  Hospital  will  comply. 
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DIRECTOR'S  OFFICE 

MITCHELL  BlILDING 

HELENA.    MONTANA   odOOl 


THOMAS   L.  JUDGE,   Governor 


October  5,  1979 


Hensleigh,  Ottolino  &.  Salisbury 
Certified  Public  Accountants 
P.  0.  Box  1181 
Helena,  Jfontana  59601 

Attention:  Jim  Salisbury 

Gentlonen: 

In  accordance  with  your  request  of  Septeriber  27,  1979,  we  submit  the  fol- 
lowing responses  to  the  audit  recaTinendations  for  Galen  State  Hospital : 

RECOVlMENDATiaSf :  We  recotmend  that  the  Department  of  Administration  furnish 
the  hospital  with  adequate  guidelines  as  to  wiiat  procedures  and  documenta- 
tion the  hospital  needs  to  substantiate  estimates  attributed  to  fixed  assets 
wiien  historical  costs  are  not  available.  The  procedures  should  be  suffic- 
ient to  allow  an  expression  of  opinion  on  the  general  fixed  assets  account 
in  future  audits  of  the  hospital.  The  Office  of  the  Legislative  Auditor  may 
need  to  be  consulted  by  the  Department  of  Administration  in  establishing 
these  procedures. 

RESPCNSE:  The  Property  Accountability  Management  Systan  (PAIG) 
chapter  addresses  this  issue  under  section  2-1780.13(0).  The 
section  essentially  suggests  that  when  historical  costs  are  not 
readily  ascertainable,  the  agency  should  "estimate."  The  depart- 
ment will  review  these  procediores  with  affected  parties  to  deter- 
mine if  they  are  acceptable,  and  if  not,  modify  or  expand  the 
section  accordingly. 

RECCg.'lMENDATION :  We  recannend  that  the  Department  of  Administration  review 
the  dollar  limits  for  purchases  periodically  and  raise  than  accordingly,  con- 
sidering the  effect  of  inflation. 

-  M  0  R  E  - 
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Hensleigh,  Ottolino  &  Salisbury 

Galen  State  Hospital 

Page  2 

October  5,  1979 


RESPd'JSE:  The  Department  of  Administration  annually  reviews 
the  feasibility  of  maintaining  or  adjusting  the  dollar  limits 
delegated  to  state  agencies.  Prior  to  establishing  a  dollar 
limitation  for  the  calendar  year  1980,  the  department  will  in- 
corporate consideration  of  your  valid  recaimendation ,  current 
marketing  prices,  cost  of  processing,  uniformity  of  delegation 
to  agencies  and  the  reccranendations  of  the  Legislative  Auditor 
who  is  now  concluding  a  performance  audit  of  the  Purchasing 
Division. 


Sincerely , 


David  M.  Lewis, 
Director 
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